





the Name ... 
~ 
B L UE C R OSS A N O 
B LUE S HI ELD OF F L ORIDA 










-~~ ee o\ \fie . 
efloe"\ ~,ce"~o p,..ssoci'3-\10" 
p,..0 1000\l o 1:,100 snie 
C1oss 3-fl 
1:,100 
• ···············""""""'" """ 
TABLE OF CONTENTS 
2 M ESSAGE FROM THE CHAIRMAN AND CEO 
18 
20 
3 R EPORT FROM THE PRESIDENT AND COO 
6 QUALITY AFFORDABLE CARE FROM THE NAME You TRUST 
A STORY FROM K ERRY l. H ERNDO N 
8 Q UALITY PRENATAL CARE FROM THE NAME You TRUST 
A STORY FROM E MMA ALLEYNE 
10 Q UALITY LIVING FROM THE NAME You TRUST 
A STORY FROM BETTY Lou EONTA 
12 Q UALITY PARTNERSHIPS FROM THE NAME You TRUST 
A STORY FROM STEVE VARVEL 
QUALITY PREVENTIVE CARE FROM THE NAME You TRUST 
A STORY FROM G EORGE LESNOW 
1 6 QUALITY COORDINATED CARE FROM THE N AME You TRUST 
A STORY FROM A LEX STOEHR 
BOARD OF DIRECTORS 
19 REPORT OF INDEPENDENT ACCOUNTANTS 
CONSOLIDATED BALANCE SHEETS 
21 CONSOLIDATED STATEMENTS OF INCOME AND POLICYHOLDERS' EQUITY 
22 CONSOLIDATED STATEMENTS OF CASH FLOWS 




You Trust ... 
& (ill BlueCross T. .. ~~Shield 
An Independent Licensee of the 
Blue Cross and Blue Shield Association 
~ 
"We value 
the trust our 
customers put 
in the name 
Blue Cross and 
Blue Shield of 
Florida." 
William E. Flaherty 
MESSAGE FROM THE 
CHAIRMAN AND CEO 
D uring the past ten years, the 
health care industry has undergone dramatic 
change. These changes are far-reaching and 
affect every aspect of the industry - the deliv-
ery system, financing, medical technology and 
the growing use of medical information. 
One of the biggest changes has been the shift 
from indemnity insurance to network-based 
health care such as health maintenance organi-
zations (HMOs) and preferred provider organi-
zations (PP Os). In these network-based plans, 
selected providers can deliver efficient, compre-
hensive health care that includes preventive 
care, quality measurement, chronic disease 
management and lower out-of-pocket costs for 
consumers. Today, more than 150 million 
Americans nationwide have chosen network-
based health care. Looking forward, we see this 
trend continuing. 
Our experience at Blue Cross and Blue 
Shield of Florida (BCBSF) mirrors this trend. 
More than 83 percent of our customers are 
enrolled in either Health Options, our HMO, or 
one of our PPO products. With the largest 
HMO and PPO enrollment in the state, we 
are proud to be the leader in providing 
Floridians with access to quality health care 
that promotes health and wellness and fits 
within their budgets . 
Two million Floridians trust us to provide 
them with health care products that not only 
meet their needs when they 're sick, but go one 
step further to help prevent serious illnesses 
from occurring. Our Healthy Addition program 
provides prenatal education and helps women 
with high-risk pregnancies deliver healthier 
babies. Asthma Care Plus is a program that 
helps asthmatics take control of their health 
and avoid asthma attacks. Medicare & More is 
our specially designed HMO for seniors that 
continued on page 4 
N OTES TO C ONSOLID 
Components of pension expense: 
Service cost 
Interest cost 
Actual return on plan assets 
Amortizat ion of unrecognized 
amounts 
Net pension cost for year 
Funded status of the pension plan: 
Plan assets at fair value at year-end 
















Provision for future salary increases 57.6 
Projected benefit obl igation at year-end 178.2 
Projected benefit obligation in 
excess of plan assets 
Unrecognized prior service cost 
Unrecognized net loss 
Unrecognized net assets 
Accrued pension liab ili ty at year-end 
Major assumptions: 
Discount rate 
Rate of increase in 
compensation levels 
Expected long-term rate of 









II P0STRETIREMENT BENEFITS OTHER THAN PENSIONS AND 
P0STEMPL0YMENT BENEFITS 
T he Company provides certain health care 
insurance benefits to eligible retired employees. G 
the health care coverages pay a percentage of mos 
expenses reduced for any deductibles and payme 
by government programs and other group coverag 
covered by the HMO plan have authorized care fu 
except for required copayments. Life payments ar, 
provided by insurance contracts. The Company"s 
policy is to fund the cost of postretirement health 
life insurance plans on a pay-as-you-go basis. 
The components of net periodic postretirem 
cost are as follows: Decem 
1996 
(in mill 
Service cost $3.0 
Interest cost 3.7 
Amortization of plan amendments __J!J1 
Net periodic postretirement benefit cost $5.6 
·•~.,~.!.'ti. , . 
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MESSAGE FROM THE 
CHAIRMAN AND CEO 
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ery system, financing, medical technology and 
the growing use of medical information. 
One of the biggest changes has been the shift 
from indemnity insurance to network-based 
health care such as health maintenance organi-
zations (HMOs) and preferred provider organi-
zations (PPOs). In these network-based plans, 
selected providers can deliver efficient, compre-
hensive health care that includes preventive 
care, quality measurement, chronic disease 
management and lower out-of-pocket costs for 
consumers . Today, more than 150 million 
Americans nationwide have chosen network-
based health care. Looking forward , we see this 
trend continuing. 
Our experience at Blue Cross and Blue 
Shield of Florida (BCBSF) mirrors this trend. 
More than 83 percent of our customers are 
enrolled in either Health Options, our HMO, or 
one of our PPO products. With the largest 
HMO and PPO enrollment in the state, we 
are proud to be the leader in providing 
Floridians with access to quality health care 
that promotes health and wellness and fits 
within their budgets . 
Two million Floridians trust us to provide 
them with health care products that not only 
meet their needs when they 're sick, but go one 
step further to help prevent serious illnesses 
from occurring. Our Healthy Addition program 
provides prenatal education and helps women 
with high-risk pregnancies deliver healthier 
babies . Asthma Care Plus is a program that 
helps asthmatics take control of their health 
and avoid asthma attacks. Medicare & More is 
our specially designed HMO for seniors that 
continued on page 4 
REPORT FROM THE 
PRESIDENT AND COO 
Two million Floridians trust the 
name Blue Cross and Blue Shield of Florida 
(BCBSF) for their health care needs. Building on 
a tradition of more than 50 years of success, we 
are pleased to report 1996 was a year of solid 
growth, strong financial performance and cus-
tomer satisfaction. 
BCBSF expanded enrollment in an increas-
ingly competitive marketplace by focusing on 
prevention, patient choice and stronger part-
nerships between patients, doctors and our 
health plans . Last year, we added 88,000 new 
members - more than 240 people a day - to 
our health maintenance organization (HMO), 
Health Options. This reflects an 18 percent 
growth rate in 1996 and makes Health Options 
not only one of the fastest-growing HMOs in 
Florida but also the largest in enrollment of 
any HMO in the state. 
In addition to new growth, Health Options 
retained 91 percent of its existing members. We 
attribute our high levels of customer retention 
and satisfaction to our success in achieving 
quality results. Health Options has full accredi-
tation from the National Committee for Quality 
Assurance (NCQA), an independent, non-profit 
organization that accredits network-based 
health care plans. 
Full accreditation means Health Options 
meets or exceeds NCQA's national standards for 
quality management and improvement, physi-
cian credentialing, preventive health services 
and medical record management. 
Representing the eighth consecutive year 
of positive earnings, our 1996 net income was 
$69.2 million on revenues of $2 .8 billion. 
Policyholders' equity grew to nearly $760 
million. 
Policyholders' equity is an important measure 
of BCBSF's financial strength. It helps ensure the 
continued on page S 
"Building on 
a tradition of 
more than SO 
years, we are 
proud to be 
Florida's health 
care leader. " 
~ 
Michael Cascone, Jr. 
_±_J 
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MESSAGE FROM THE CHAIRMAN AND CEO 
CONTINUED FROM PAGE 2 
offers preventive services and wellness exams 
that aren't covered under traditional Medicare. 
Employers across the state trust us to 
provide quality, affordable health care coverage 
for their employees. As the state's leading 
health care company, BCBSF's array of prod-
and cities and counties across Florida. 
We also work to keep our customers and 
other Florida consumers informed about health 
care issues under consideration in the state leg-
islature or Congress. Through a coordinated 
grassroots program, Floridians who share our 
ucts - ranging from fee-for-service to network- commitment to make sure America's health 
based health care plans to third party adminis- care system evolves in a positive direction get 
trative services - meets the special needs of involved. They relate personal experiences and 
small business owners, major corporations, , provide information to their representatives in 
Tallahassee or Washington, DC, on the impact 
proposed legislation would have on their busi-
nesses, their employees or their families . 
Together, we have helped protect a consumer's 
right to choose from a wide spectrum of health 
care options including HMOs, PPOs and fee-for-
service plans. 
As we move forward, BCBSF will continue 
working with customers, industry partners and 
government to build on the progress achieved 
thus far in creating a health care system that 
provides the highest quality care in the world 
while keeping medical costs under control. As a 
company, we will meet the challenges of the 
future through innovative products that provide 
our customers with more value for their health 
care dollars. 
Trust is earned one day at a time. We value 
the trust our customers put in the name Blue 
Cross and Blue Shield of Florida. Behind the 
company name is a host of employees, physi-
cians and other health care partners who come 
to work every day with a commitment to build 
on that trust. We invite you to turn the follow-
ing pages and meet just a few of the faces 
behind our name. 
W~J'.~ 
William E. Flaherty 
Chairman & CEO 
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company can meet its obligations during times of 
economic uncertainty or when claims 
expenses are higher than anticipated. The com-
pany also uses this equity to develop new 
programs that build on the quality we provide our 
customers while controlling overall costs. 
BCBSF is an independent, tax-paying mutual 
insurance company and is subject to the same 
regulation by the Department of Insurance as 
other commercial insurers operating in Florida. 
In 1996, the company paid nearly $60 million in 
state and federal taxes. 
Citing BCBSF's strong market position and 
excellent balance sheet, the independent insur-
ance rating firm of Standard & Poor's gave the 
CONTINUED FROM PA, 
company its sixth consec 
"A+ " rating. In addition, the 
pany also received its third co 
utive "A" (excellent) rating 
A.M. Best, another company r 
nized for evaluating inst 
According to A.M. Best, this r 
reflects BCBSF's dominant poi 
in the Florida health care m;: 
its consistently strong earr 
performance and its strong i 
aged care position. 
Our employees have ea 
the trust of fellow Floridian 
reaching out to communities 
neighborhoods across the state. 
year our employees don 
enough food to the Second Ha 
Food Bank of Florida to pre 
32,600 meals, walked 3,000 mil 
raise $18,000 for the Marci 
Dimes and pledged more 
$646,000 to United Way progra 
As a company, we are buil 
on that trust through proac 
comprehensive programs 
emphasize prevention through early dis, 
detection and childhood immunizations, prer 
education and intervention for high-risk pregi 
cies, and disease management programs 
improve the quality of life for members with 
betes or asthma, for example. 
We are proud to be Florida's health , 
leader, and we look forward to another yea 
providing Floridians with quality care from 
name they trust. 
9J'I ,J,,J IL ~ J, 
Michael Cascone, Jr. 
President & COO 
J 
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working with customers, industry partners and 
government to build on the progress achieved 
thus far in creating a health care system that 
provides the highest quality care in the world 
while keeping medical costs under control. As a 
company, we will meet the challenges of the 
future through innovative products that provide 
our customers with more value for their health 
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the trust our customers put in the name Blue 
Cross and Blue Shield of Florida. Behind the 
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company can meet its obligations during times of 
economic uncertainty or when claims 
expenses are higher than anticipated. The com-
pany also uses this equity to develop new 
programs that build on the quality we provide our 
customers while controlling overall costs. 
BCBSF is an independent, tax-paying mutual 
insurance company and is subject to the same 
regulation by the Department of Insurance as 
other commercial insurers operating in Florida. 
In 1996, the company paid nearly $60 million in 
state and federal taxes. 
Citing BCBSF's strong market position and 
excellent balance sheet, the independent insur-
ance rating firm of Standard & Poor's gave the 
CONTlNUED FROM PAGE 3 
company its sixth consecutive 
"A+ " rating. In addition, the com-
pany also received its third consec-
utive "A" (excellent) rating from 
A.M. Best, another company recog-
nized for evaluating insurers. 
According to A.M. Best, this rating 
reflects BCBSF's dominant position 
in the Florida health care market, 
its consistently strong earnings 
performance and its strong man-
aged care position. 
Our employees have earned 
the trust of fellow Floridians by 
reaching out to communities and 
neighborhoods across the state. Last 
year our employees donated 
enough food to the Second Harvest 
Food Bank of Florida to provide 
32,600 meals, walked 3,000 miles to 
raise $18,000 for the March of 
Dimes and pledged more than 
$646,000 to United Way programs. 
As a company, we are building 
on that trust through proactive, 
comprehensive programs that 
emphasize prevention through early disease 
detection and childhood immunizations, prenatal 
education and intervention for high-risk pregnan-
cies, and disease management programs that 
improve the quality of life for members with dia-
betes or asthma, for example. 
We are proud to be Florida's health care 
leader, and we look forward to another year of 
providing Floridians with quality care from the 
name they trust. 
91f ~ (L ~ r 
Michael Cascone, Jr. 
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FROM THE NAME 
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.. ~Trust 
Kerry L. Herndon launch- : small thing snowball. And, for my part, if an 
Jane Brannock 
BCBSF Employee ·•~~ 
An Independent licensee Of the 
Blue C,oss and Blue Shield Associafion 
Elsie Lee, health 
benefits coordinator 
at Kerry's Bromeliad 
Nursery, says the 
excellent customer 
service she receives 
from BCBSF's 
Jane Brannock 
makes her job 
a lot easier. 
ed his nursery business 24 years ago as a 
high school student growing bromeliads 
underneath a shade tree in his grandmoth-
er's backyard in Homestead, Florida. 
Now he is the nation's largest orchid 
grower, with 6 million orchid plants and 1.5 
million bromeliads filling vast, automated 
greenhouses in Homestead. Today, Kerry's 
Bromeliad Nursery, Inc., ships flowering 
plants to national chains and outlets in 
Holland, Germany, Canada and the Caribbean. 
Keys to his success? A green thumb and 
business savvy, certainly, but also his ability to 
offer 160 employees affordable quality health 
care through BCBSF's Health Options. "Very few 
companies in my industry provide health cover-
age, and they're wrong," says Kerry. "That's 
why we get the best employees and have 
extremely low turnover." 
Elsie Lee, the Nursery's health benefits coor-
dinator, and Jane Brannock, the Health Options 
account representative, have cultivated a strong 
relationship during the past three years. Says 
Elsie: "If one of our employees has a problem of 
any nature, the only phone call I need to make 
is to Jane Brannock. She 
just seems to handle it." 
"Elsie is wonderful to 
work with," says Jane. 
"There has never been 
an ongoing problem be-
cause she won't let a 
issue arises, I fix it right away. That way, you 
end up with happy customers." 
Jane adds, "I go to the Nursery for open 
enrollment and often come back with orchids 
from Elsie. We've become friends, and she loves 
to hear how the orchids are doing on my patio 
at home." 
Nursery owner Kerry is happy with the finan-
cial advantages of Health Options, which he 
chose six years ago after suffering double-digit 
rate increases with another health plan. With 
Health Options, his increases have been small, 
and that's important. Affordable rates allowed 
Kerry to continue employees' coverage while he 
rebuilt his greenhouses after Hurricane Andrew. 
"If we'd had any other kind of program, we 
couldn't have maintained the coverage our 
employees need and deserve," he says. 
And, his employees simply love Health 
Options, says Kerry. "We have both profes-
sional staff and nursery labor, and the great 
majority of our employees have, at one time or 
another, been migrant workers with access 
only to welfare clinics or other subsidized 
health care facilities geared more to emergency 
needs. Now they have 
family doctors, with reg-
ular appointments. It's 
made a huge difference 
in the quality of their 
lives. It's something I'm 
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looks over some of 
the nursery's 1.5 
million bromeliads 
with Irene Burciaga, 
one of the nursery's 
160 employees who 
enjoy the quality 
health care they 
receive through 
BCBSF's Health 
Options. Keny says 
providing quality 
health care coverage 
helps him recruit 




PRENATA L CARE 
FROM THE NAM;/ 
You TRus/ 
As a mother of two 
daughters, ages 8 and 4, Emma 
Alleyne thought her life in Davie, 
Florida, was pretty busy. Then she 
talked to her doctor. "I thought I 
was done with having babies," 
recalls Emma. "When I heard 
'twins; it was a real shock!" 
Clevette George, R.N. 
scssF Employee 
Right away, morning sickness 
set in. "All I could eat was bread 
or bagels and water," Emma 
remembers. "I did that for three .ffl. fi 01uecross ar.• ~Shield months; I was so weak and 
sick." On top of that, her feet 
became swollen. "My job as a 
An Independent Licensee al the 
B\ue Cross and B\ue Sh\e\d Association 
Four-year-old 
Rochelle Alleyne 
enjoys being a big 




merchandise stocker /receiver 
kept me on my feet," she says. "It was physi-
cally very demanding." 
Having just moved to Florida, Emma had no 
support network and worried about taking care 
of two babies at once. With husband, George, 
busy working as an electronics technician, and 
her relatives far away in New York, Emma felt 
isolated and alone. Then help arrived in the form 
of a phone call from Clevette George, R.N. 
Clevette is a nurse with Healthy Addition, 
BCBSF's voluntary prena-
tal education and inter-
vention program for high-
risk pregnancies offered 
through Health Options. 
She called Emma every 
week, encouraging her to 
I 
••• Trust 
eat, keep her feet elevated and boosting her 
spirits. 
"If I felt depressed and wanted to talk to 
someone, I called Clevette," says Emma. "We 
made a connection right away. I could discuss 
anything with her. She was concerned about my 
health and the health of my babies." 
That's a typical response to Clevette's out-
reach. "Healthy Addition women are genuinely 
happy to hear from you because they are so cut 
off socially," says the former obstetrics, psychi-
atric and home health nurse. "Sometimes they 
feel more comfortable asking me questions they 
think too silly to ask their doctors. And, they 
like to hear they're not the only woman in their 
situation." 
In addition to emotional support, Clevette 
also advises program participants that Health 
Options covers such things as medically neces-
sary sonograms, home uterine monitors, equip-
ment for women with gestational diabetes and 
physical therapy for back pain. "Our goal," says 
Clevette, "is a healthy outcome for mothers like 
Emma and their babies." 
When Jonathan and Timothy arrived a little 
early but in good health, Emma sent Clevette a 
photo and note: "Thank 
you very much for all the 
phone calls and letters, but 
most of all for your concern 
and knowledge. We really 
appreciate it.. .. may God 
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of two babies at once. With husband, George, 
busy working as an electronics technician, and 
her relatives far away in New York, Emma felt 
isolated and alone. Then help arrived in the form 
of a phone call from Clevette George, R.N. 
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That's a typical response to Clevette's out-
reach. "Healthy Addition women are genuinely 
happy to hear from you because they are so cut 
off socially," says the former obstetrics, psychi-
atric and home health nurse. "Sometimes they 
feel more comfortable asking me questions they 
think too silly to ask their doctors. And, they 
like to hear they're not the only woman in their 
situation." 
In addition to emotional support, Clevette 
also advises program participants that Health 
Options covers such things as medically neces-
sary sonograms, home uterine monitors, equip-
ment for women with gestational diabetes and 
physical therapy for back pain. "Our goal," says 
Clevette, "is a healthy outcome for mothers like 
Emma and their babies." 
When Jonathan and Timothy arrived a little 
early but in good health, Emma sent Clevette a 
photo and note: "Thank 
you very much for all the 
phone calls and letters, but 
most of all for your concern 
and knowledge. We really 
appreciate it.. .. may God 





with sons Jonathan 
and Timothy, 
thought she was 
done with having 
babies when she 
found out she was 
expecting twins. 
During a difficult 
pregnancy, Emma 
relied on Clevette 







and answers to 
questions that came 
up along the way. 
Beth Ann Invin, 
pictured with mom 
Betty Lou Eonta, 
says she's just 
thrilled by the 
remarkable changes 
the Asthma Care 
Plus program 
has made in her 
mom's health. 
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teenager, Betty Lou 
Eonta has suffered 
from asthma. It's been 
so bad the past four 
years the 61-year-old 
part-time bookkeeper 
from Oviedo, Florida, 
couldn't manage a short 
walk. Even housework 
made her short of breath. 
Now Betty Lou walks a 
mile morning and night 
with her husband Bob. 
• • Qi 
... Trust 
with BCBSF's Asthma Care Plus program. 
Operated in central Florida by Olsten 
Health Services, the program works to 
enhance the quality of life for patients 
with asthma while reducing the need for 
costly hospitalization. 
Over the course of a month, Karol 
trained Betty Lou in the use of a peak-
flow meter, a device that measures air-
way flow and can actually forewarn 
users of upcoming attacks. Along 
with Betty Lou and her family physi-
cian, Jeffrey Rocker, D.O., Karol 
developed a management plan that 
helps Betty Lou head off an attack. 
"When I first saw Betty Lou, she felt she 
Swimming is next on her had no control over her physical problems," 
agenda. The difference: Asthma Care Plus, a pro- says Karol. "The last time I saw her she was 
gram offered through BCBSF's Health Options. very confident. Her whole life had improved. 
In just one month's time, Betty Lou has gone 
from barely inching down her driveway to regu-
larly stepping out through the neighborhood. 
"This time," says Betty Lou, "I don't feel like I'm 
just treating the asthma. I'm actually doing some-
thing to make it better." 
The turnaround for Betty Lou began last 
December after a severe 
asthma attack sent her 
to the hospital, again. 
After her release, Betty 
Lou was contacted by 
Karol Winters, R.N. , a 
home health care nurse 
She was in control of her own health, which is 
the goal of any life-long disease program." 
Betty Lou used to have no idea how good 
or bad her asthma was on any given day. She 
just knew she felt miserable. Then Karol and 
the Asthma Care Plus program knocked on 
her door. And today, Betty Lou not only 
feels great, she says, 
"My husband, children 
and grandkids are just 
thrilled. Now I can play 
with the kids and walk 
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Over the course of a month, Karol 
trained Betty Lou in the use of a peak-
flow meter, a device that measures air-
way flow and can actually forewarn 
users of upcoming attacks. Along 
with Betty Lou and her family physi-
cian, Jeffrey Rocker, D.O., Karol 
developed a management plan that 
helps Betty Lou head off an attack. 
.J!.dBl\18~ ~"'-~ def\\ uceflsee o\ tne 
P..fl \noepefl snie\d p..ssocia.\iOf\ Now Betty Lou walks a 
mile morning and night 
with her husband Bob. 
Swimming is next on her 
e1ue cross and e1ue 
agenda. The difference: Asthma Care Plus, a pro-
gram offered through BCBSF's Health Options. 
In just one month's time, Betty Lou has gone 
from barely inching down her driveway to regu-
larly stepping out through the neighborhood. 
"This time," says Betty Lou, "I don't feel like I'm 
just treating the asthma. I'm actually doing some-
thing to make it better." 
The turnaround for Betty Lou began last 
December after a severe 
asthma attack sent her 
to the hospital, again. 
After her release, Betty 
Lou was contacted by 
Karol Winters, R.N., a 
home health care nurse 
"When I first saw Betty Lou, she felt she 
had no control over her physical problems," 
says Karol. "The last time I saw her she was 
very confident. Her whole life had improved. 
She was in control of her own health, which is 
the goal of any life-long disease program." 
Betty Lou used to have no idea how good 
or bad her asthma was on any given day. She 
just knew she felt miserable. Then Karol and 
the Asthma Care Plus program knocked on 
her door. And today, Betty Lou not only 
feels great, she says, 
"My husband, children 
and grandkids are just 
thrilled. Now I can play 
with the kids and walk 
with my husband. Life is 
just wonderful." 
l!2_ 
In just one month's 
time, Betty Lou 
Eonta went from 
barely inching down 
her driveway to 
walking a mile 
every morning and 
night with her 
husband Bob. The 
difference: 
Asthma Care Plus, 
a program offered 
through BCBSF's 
Health Options, and 
the support of home 
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, ... Trust \a• ,, H ow antiquated was the City of ; ' ~ ' 
Gainesville's health insurance system in 1993? ! · . -~ 
Steve Varvel, then a city accountant, invokes 
some Dark Ages imagery. "City employees 
brought us their health claims and they 
were recorded on index cards!" he says. 
What's worse, the city paid top dollar for 
employees' health care - nearly $6 mil-
lion a year. 
Then the city named BCBSF as admin-
istrator of the self-insured system. Using 
BCBSF's network of providers and favor-
able payment rates, costs dramatically 
dropped within a year. The city stabilized 
the premiums employees pay, even lower-
ing them at one point. "BCBSF," says 
Steve, "brought us into the 90s." 
The story got a little more personal for 
Steve last year when he got a hurry-up call 
to take over as the city's group insurance 
coordinator. "I barely knew what our health 
plan said," he recalls, "and, on top of that, I 
faced an open enrollment in two weeks!" 
Steve soon learned the phone number of 
BCBSF's Jan Goess, an assistant account manager 
who showed him the true nature of a partnership 
with BCBSF. "Jan got us 
through the early days 
and continues to be very 
customer-focused," says 
Steve. "For example, when 
employees said it took too 
long to get reimbursed for 
Jan Goess 
BCBSF Employee 
.. liil BlueCross e .. ~Shield 
An Independent Licensee of the 
Blue Cross and Blue Shield Association 
prescription drugs, 
Jan helped design a 
special process to cut 
the reimbursement 
time from six weeks 
to about two. People 
saw it as the best 
thing we did all year." 
Such solutions, 
says Jan, are crafted 
in tandem with 
BCBSF account man-
ager Jimmy Kelly 
"because we're a 
team." Whether it's 
hand-delivering new 
forms or creating 
new processes, Jan defines her job simply: "We 
recognize problems and fix them. That's what 
we're about." 
Steve Varvel is pleased by the financial 
success of the relationship, calling BCBSF "a 
great third party administrator." But he is just 
as pleased with the 
human side of the part-
nership. "Jan and the 
others make us feel like 
an important client," he 
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BCBSF's network of providers and favor-
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the premiums employees pay, even lower-
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Steve, "brought us into the 90s." 
The story got a little more personal for 
Steve last year when he got a hurry-up call 
to take over as the city's group insurance 
coordinator. "I barely knew what our health 
plan said," he recalls, "and, on top of that, I 
faced an open enrollment in two weeks! " 
Steve soon learned the phone number of 
BCBSF's Jan Goess, an assistant account manager 
who showed him the true nature of a partnership 
with BCBSF. "Jan got us 
through the early days 
and continues to be very 
customer-focused," says 
Steve. "For example, when 
employees said it took too 
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to enjoying a 
healthier future 
with wife Selma. 
~ .~ . ~ . 
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PREVENTIVE CARE 
FROM THE NAME 
You TRU ST 
H is triple bypass was ancient 
history, and he had aced a recent stress test. 
George Lesnow, 76, felt fine when he showed up 
for the annual checkup covered by his Medicare 
& More plan, BCBSF's HMO for seniors. 
Indeed, the Boynton Beach resident seemed 
fine to his doctor, Joseph Sperduto, M.D., but as 
part of the Medicare & More preventive care regi-
men, the physician scheduled some health care 
screenings. He later had to call George back 
because the lab had picked up some irregularities. 
In retrospect, George is thankful for that 
phone call. "If this hadn't happened, it could 
have been terrible," says the retired clothing 
manufacturer from Massachusetts. "I think I'm 
a fortunate guy." 
Dr. Sperduto wanted George to have a 
colonoscopy and recommended gastroenterolo-
gist Mark Brown, M.D., a specialist in the 
Medicare & More health network. George's wife, 
Selma, thought the doctors were being overly 
cautious but remembers the "doctors were 
insistent." 
Numerous benign polyps were removed from 
George's colon. Had they gone undetected and 
untreated, cancer was likely to develop. Says Dr. 
Sperduto, "When detect-
ed early, they are totally 
curable. But if not, they 
could have led to prema-
ture death." 
Within a short time, 




' T- ' iru 
golf links playing the 
sport he has loved for 
50 years and playing 
bridge with Selma. 
'Tm very grateful to 
Dr. Sperduto. He is a 
very caring individual 
and physician," says 
George. "He keeps me 
posted on all the things 
that have to be done. And 
when they're done, he calls 
me personally to give me 
the results." 
Josetln s perduto, t.J\ .O· 
e,ce,Sf 
pn')'sician p artner 
,A.d8lll8~ --=~-~ 
~n 1ndependenl uce.nsee ~~:C~a\\on 
s1ue c,oss and s1ue sn1eld ~ 
Dr. Sperduto says, "There are virtually no 
preventive services available through 
Medicare." So he appreciates that Medicare & 
More covers the type of wellness exams and pre-
ventive screenings that proved so fortunate for 
George. Medicare would have paid for George 's 
colonoscopy, but not the life-saving test that 
indicated he needed the procedure. Says the 
physician, "It's a simple, inexpensive test, but it 
really helped George. He could have ended up 
with colon cancer in the future had this screen-
ing not been done." 
As for George, he tells 
his friends, 'Tm happy 
with my primary care 
physician, Dr. Sperduto, 
and frankly, I'm very, 
very happy with my 




putting at the 
Westchester Golf 
& Country Club 
in Boynton Beach, 
feels pretty 
fortunate to be 
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Stoehr looks on 
as Dr. Raymond 
Caron checks 
on Eric's ear 
a~er surgery 
to rebuild his 
eardrum. 
- ~ 




FROM THE NAME 
You TRUST 
V isiting the doctor's office can be 
an ordeal for many children. Not so for Eric and 
Alex Stoehr. In fact, when one brother needs to 
visit pediatrician Raymond Francis Caron, M.D., 
the other asks, "Can I come too?" 
"I try to provide an environment that is kid-
friendly," says Dr. Caron, recalling boyhood 
visits to a doctor's office filled with scary-look-
ing needles and tubes. So his Orlando office 
comes equipped with a playground that 
includes tunnels and slides, videos and toy 
cars. "Most kids feel comfortable here and 
respond very well to me. And happy kids make 
happy moms." 
It's true, says Gina Stoehr, the boys' mother. 
"He's their big buddy. He 'high-fives' them, and 
... Trust 
missing 25 percent of his eardrum, concluding it 
may have been caused by swimmer's ear. 
Dr. Caron referred Eric to Orlando neurotolo-
gist James Atkins, M.D. The Stoehrs are members 
of BCBSF's Health Options, and Dr. Caron knew 
there would be no referral problem. "Health 
Options is very patient-friendly, an advocate for 
both patient and physician," he says, "and their 
panel of specialists is excellent." 
To rebuild his eardrum, Dr. Atkins needed to 
graft tissue from Eric's temporal muscle. Dr. 
Caron and his staff coordinated every step, says 
Mrs. Stoehr. "We really didn't have to do any-
thing. We just showed up for the surgery." 
That night, Dr. Caron called to see how Eric 
was doing. "It's a team approach," he explains. 
they just love him to death." "When the primary care physician, the special-
And the Stoehr brothers see him frequently. ist and the parents all have the same goal-
Five-year-old Alex is a tree-climber with a his-
tory of mishaps including fractures of the skull, 
collarbone and nose-the latter after running 
into a parked truck! 
Eric, now 7, is an avid swimmer. After 
noticing a discharge from Eric's ear one morn-
ing, Mrs. Stoehr took him to Dr. Caron that 
afternoon . "Someone else might have said, 
'It's just an ear infec-
tion,'" she says, "but Dr. 
Caron kept looking." 
"You have a pool, 
don't you?" Dr. Caron 
asked. The doctor then 
diagnosed that Eric was 
which is making sure the child receives the 
best, most appropriate care-the system works 
very well." 
When Mrs. Stoehr noticed a discharge from 
Eric's "surgery ear" (as he calls it) last winter, 
Dr. Caron told her to bring Eric to the office 
even though it was 10 o'clock on a Saturday 
night. The problem turned out, this time, to 
be a minor ear infection 
that cleared up with 
medicine. 
Since then, Eric is 
doing fine . Tests indicate 
his hearing is completely 
normal. 
Ra','rnood t= . caron, tJ\.O. 
e,cesf 
pn,i sician partner 
.Jt.dal<l"~ 
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Eric Stoehr says 
he and little 
brother Alex like 
to visit their 
"buddy" Dr. Caron, 
a pediatrician in 
BCBSF's Health 
Options network. 
And to make sure 
his young patients 
feel comfortable, 
Dr. Caron built a 
playground with 
tunnels and 
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REPORT OF INDEPENDENT ACCOUNTANTS 
Blue Cross and Blue Shield of Florida 
To the Board of Directors of 
Blue Cross and Blue Shield of Florida, Inc.: 
We have audited the accompanying consolidated balance sheets of Blue Cross 
and Blue Shield of Florida, Inc. and subsidiaries as of December 31 , 1996 and 1995, and 
the related consolidated statements of income and policyholders' equity and cash flows for 
the years then ended. These financial statements are the responsibility of the Company 's 
management. Our responsibility is to express an opinion on these financial statements 
based on our audits . 
We conducted our audits in accordance with generally accepted auditing standards . 
Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Blue Cross and Blue Shield of Florida, Inc. 
and subsidiaries as of December 31, 1996 and 1995, and the consolidated results of their 
operations and their cash flows for the years then ended in conformity with generally 
accepted accounting principles. 
~¥1t-JL.t,f. 
Jacksonville, Florida 
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Cash and cash equivalents 
Total investments 
Receivables: 
Premiums and other 
Reimbursable contracts 
Federal Employees Health Benefits Program 
Property and equipment, net 
Deferred expenses and other assets 
Total assets 
LIABILITIES 




Total liabilities for policyholder benefits 
Unearned premium income: 
Premiums 
Federal Employees Health Benefits Program 
Deposits and advances 
Accounts payable and accrued expenses 
Total liabilities 
POLICYHOLDERS' EQUITY 
Policyholders ' equity 
Total liabilities and policyholders ' equity 












































$ 1,406 .4 
See accompanying notes to consolidated financial statements. 
C ONSOLIDATED STATEMENTS OF INCOME 
AND POLICYHOLDERS' EQUITY 
Revenue 
Investment and related income 
Total revenue 
Claims and medical expense 
Operating expense 
Total expenses 
Income before income taxes 
Provision for income taxes 
Current 
Deferred 
Total provision for income taxes 
Net income 
Policyholders' equity, beginning of year 
Change in net unrealized gains and losses on 
investments, net of deferred income taxes 
Policyholders ' equity, end of year 




$ 2,798.5 $ 2,544 .0 
71.1 73 .9 




106.5 95 .3 
34.0 24 .7 
3.3 .1 
37.3 24 .8 
69.2 70 .5 
688.4 559.3 
1.3 58.6 
$ 758.9 $ 688.4 
See accompanying notes to consolidated financial statements. 
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and Blue Shield 
of Florida, Inc. 
and subsidiaries 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
Cash flows from operating activities: 
Premiums and other revenue received 
Claims and medical expense paid 
Cash paid to suppliers and employees 
Interest and dividends received 
Income taxes paid 
Net cash provided by operating activities 
Cash flows from investing activities: 
Proceeds from investments sold 
Proceeds from investments matured 
Cost of investments purchased 
Purchase of property and equipment 
Net cash used in investing activities 
Net increase (decrease) in cash and 
cash equivalents 
Cash and cash equivalents, beginning of year 
Cash and cash equivalents, end of year 
For the years ended 
December 31, 
1996 1995 
(in mill ions) 
$2,798 .2 $2,503.9 
(2,147.3) (1,933.6) 
(529 .1) (509.8) 
67.7 57.4 
(31.4) (20 .1 ) 
158.1 97.8 
1,778.8 1,569. 1 
806.0 894.4 
(2,668.9) (2,518 .2) 
(61.7) (49 .8) 
(145.8) (104.5) 
12.3 ( 6 . 7) 
48.2 54.9 
$ 60.5 $ 48 .2 
See accompanying notes to consolidated financial statements. 
C ONSOLIDATED STATEMENTS OF C ASH FLOWS 
Reconciliation of net income to net cash 
provided by operating activities: 
Net income 
Adjustments to reconcile net income to net cash 
provided by operating activities : 
Depreciation and amortization 
Amortization of investment discounts 
and premiums, net 
Net realized gain on sale of investments 
Decrease (increase) in certain assets: 
Premiums and other receivables 
Reimbursable contracts receivable 
Deferred expenses and other assets 




Unearned premium income 
Deposits and advances 
Accounts payable and accrued expenses 
Total adj ustments 






































See accompanying notes to consolidated financial statements. 
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and Blue Shield 
of Florida, Inc. 
and subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
a SUMMARY OF ORGANIZATION AND 
SIGNIFICANT ACCOUNTING POLICIES 
ORGANIZATION 
B lue Cross and Blue Shield of Florida, Inc. (the 
Plan), a mutual insurance company, offers a wide range 
of health care products including traditional health insur-
ance, preferred provider organization products, health 
maintenance organization products (through its wholly-
owned subsidiary, Health Options, Inc.) and special prod-
ucts such as dental and wellness programs marketed 
throughout Florida . Life insurance products are marketed 
in Florida by Florida Combined Life Insurance Company, 
Inc., a wholly-owned subsidiary. 
During the reporting periods, the Plan acted as an 
administrator for other Blue Cross and Blue Shield Plans 
and employer groups, and for programs such as 
Medicare. 
The Plan is an independent licensee of the Blue Cross 
and Blue Shield Association . The Association owns the 
Blue Cross and Blue Shield service marks and es tablishes 
national policies and sets certain operating and financial 
guidelines for the independent Blue Cross and Blue 
Shield Plans. The Association is not an affi li ate or 
guarantor of the Plan. 
BASIS OF PRESENTATION AND 
PRINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the 
accounts of the Plan, its wholly owned subsidiaries and 
Capital Health Plan , a controlled affiliate (the Company). 
All significant intercompany transactions have been elimi-
nated. Certain amounts in the 1995 financial statements 
have been reclassified to correspond to the 1996 
presentation. 
The accompanying consolidated financial statements 
have been prepared on the basis of generally accepted 
accounting principles. The preparation of financial state-
ments in conform ity with generally accepted accounting 
principles requires the company to use es timates and 
assumptions based on analytical methods in determining 
deferred acqu isition costs, deferred income taxes, 
incurred and unreported claims, valuation of pension and 
other benefit plans, and other various accruals. Actual 
results could differ from those estimates. 
INVESTMENTS 
The Company's fixed maturities consist of U.S. 
Government, Treasury and Agency instruments; corpo-
rate and municipal bonds; commercial paper; and cert ifi -
cates of deposit. Fixed maturities and equity securities 
Blue Cross and Blue Shield of Flo,ida, Inc. 
are classified as avai lable-for-sale and are carried at fair 
value, which is determined by published market value. 
Changes in such value, net of deferred income taxes, are 
reflected as a direct credit or charge to policyholders ' 
equity. 
Cash and cash equivalents consist of demand 
deposits, money markets, overnight repurchase agree-
ments and marketable securities with a maturity when 
purchased of less than ninety days. These investments 
are carried at cost, which approximates fai r value. 
Net rea lized inves tment gains and losses are calculat-
ed on a first-in first-out basis of identification . Realized 
gains and losses and declines in value judged to be other 
than temporary on available-for-sale securities are 
included in investment and related income. 
CONCENTRATION OF CREDIT RISK 
Investments in cash in interest bearing deposits with 
major banks and money market funds generally exceed 
federall y insured amounts. Management reviews the 
financia l stability of these institutions on a periodic basis 
and does not anticipate any credit losses. Fixed maturity 
marketable investments are diversified and rated B, AA 
or better by nationally recognized rating services . These 
credit ratings are periodically reviewed by management. 
REVENUE RECOGNITION 
Premiums are billed in advance of coverage periods 
and recognized as revenue pro-rata over the period of 
service or coverage. Other revenue is recognized in 
income when earned. 
RECEIVABLES 
Receivables are reported net of an allowance for esti-
mated uncollectible amoun ts of $15.5 million and $5.8 
million for 1996 and 1995 , respectively, based upon his-
torical collection data and management's judgment of 
collectibility. 
The Plan records its proportional share of receivables 
and unearned premiums related to the Federal Employees 
Health Benefits Program (FEP). The amounts recorded for 
1996 and 1995 had no effect on net income. 
PROPERTY AND EQUIPMENT 
Property and equipment are recorded at cost. 
Depreciation is computed on the straight-line 
method over the est imated useful lives of the assets . 
Property and equipment are reviewed for 
possible impairment whenever events or changes in 
circumstances indicate the carrying amount may not 
be recoverable. No material losses were incurred as 
a result of this review. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DEFERRED ACQUISITION COSTS 
The costs of acquiring new business, principally direct 
marketing expenses, and certain expenses of policy 
issuance have been deferred . These expenses vary with, 
and are primari ly related to, the production of certain 
Medicare supplemental products. 
The deferred acquisiti on costs of $26.2 million and 
$27.2 million, net of amortization, for 1996 and 1995, 
respectively, are included in deferred expenses and other 
assets and are being amortized over the expected premi-
um-paying period of the related policies. 
LIABILITIES FOR POLICYHOLDER B ENEFITS 
The Company accrues for incurred and unreported 
claims based on historical paid and incurred claims data 
using actuarially accepted methods. The assumptions 
used in determining the liability are regularly reviewed 
and any adjustment resulting from these reviews is reflect-
ed in current operations. Processing costs related to such 
claims are expensed as incurred. See Note 5 for an analy-
sis of changes in the liabi lity for claims outstanding. 
The liabilities for reimbursement contracts (national 
accounts, cost plus and minimum premium plan 
contracts) are also established as receivables and have 
no effect on net income. 
The Company also issues a number of products that 
are priced in such a way as to level the claims cost due to 
aging over the expected duration of the policy. Prior to 
October 1, 1990, the Company had no contractual obliga-
tion to continue these products or to maintain the current 
pricing levels. Accordingly, no liability for policyholder 
benefits has been recorded in the accompanying balance 
sheets for the products issued prior to October I , 1990. 
Such products issued after October 1, 1990 may not be 
cancelled, and a liability for policyholder benefits has been 
recorded using accepted actuarial valuation techniques . 
EXPENSE REIMBURSEMENTS 
Operating expense is allocated to various lines of busi-
ness in order to determine the expense reimbursement due 
from Medicare, where the Company acts as a fiscal inter-
mediary, and from other Blue Cross and Blue Shield Plans 
for which the Plan processes claims. The Company is 
reimbursed for either costs incurred or amounts based on 
predetermined budgets. Reimbursements of $167 million 
for 1996 and $159 million for 1995 (which approximates 
the cost of administering these programs) are included in 
revenue. The actual cost of administration is included in 
operating expense. Reimbursements and claim payments 
are subject to audit by the respective agencies and any 
resulting adjustments are reflected in current operations. 
Blue Cross and Blue Shield of Flo,ida, Inc. 
INCOME TAXES 
The Company files consolidated federa l and state 
income tax returns and provides for income taxes in 
accordance with Statement of Financial Accounting 
Standards No . 109, "Accounting for Income Taxes" (FAS 
109). Under FAS 109, deferred tax assets and liabi lities 
are determined based on the difference between the 
financial statement and tax bases of assets and liabilities 
using currently enacted tax rates and laws in effect for 
the year in which the differences are expected to reverse. 
l B INVESTMENTS 
Invest ments at December 31, 1996 and 1995 






















Unrealized Unrealized Fai r 
Cost Gains Losses Value 
(in millions) 
$ 456.9 $ 3.5 $ 1.9 $ 458.5 
78.5 7.4 0.4 85.5 
11.9 0.3 12.2 
116.1 1.7 1.1 116.7 
88.2 0.2 0.4 88.0 
5.9 0.2 6.1 
757.5 13.3 3.8 767.0 
189.5 57.1 2.8 243.8 
$ 947.0 $ 70.4 $ 6.6 $1 ,010.8 
1995 
Gross --G-ross 
Unrealized Unrealized Fai r 
Cost Gains Losses Value 
(in millions) 
$456.6 $ 12.2 $ - $468.8 
60.3 1.5 0.2 61.6 
2.3 0.2 2. 1 
153.0 5. 1 0.2 157.9 
12.2 0.4 12.6 
684.4 19.2 0.6 703.0 
174.6 39.0 3.0 210.6 
$859.0 $58.2 $ 3.6 $913.6 
Policyholders' equity at December 31, 1996 includes 
$41.5 million of net unrealized gains on investments, 
after deferred income taxes of $22.3 million. 
Policyholders' equity at December 31, 1995 includes 
$40.5 million of net unrealized gains on investments, 
after deferred income taxes of $14. 1 million. 
+.ti 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Blue Cross and Blue Shidd of Florida, Inc. 
a SUMMARY OF ORGANIZATION AND 
SIGNIFICANT ACCOUNTING POLICIES 
are classified as available-for-sale and are carried at fair 
value, which is determined by published market value. 
Changes in such value, net of deferred income taxes, are 
reflected as a direct credit or charge to policyholders' 
ORGANIZATION 
Blue Cross and Blue Shield of Florida, Inc. (the 
Plan), a mutual insurance company, offers a wide range 
of health care products including traditional health insur-
ance, preferred provider organization products, health 
maintenance organization products (through its wholly-
owned subsidiary, Health Options, Inc.) and special prod-
ucts such as dental and wellness programs marketed 
throughout Florida. Life insurance products are marketed 
in Florida by Florida Combined Life Insurance Company, 
Inc., a wholly-owned subsidiary. 
During the reporting periods, the Plan acted as an 
administrator for other Blue Cross and Blue Shield Plans 
and employer groups, and for programs such as 
Medicare. 
The Plan is an independent licensee of the Blue Cross 
and Blue Shield Association. The Association owns the 
Blue Cross and Blue Shield service marks and establishes 
national policies and sets certain operating and financial 
guidelines for the independent Blue Cross and Blue 
Shield Plans. The Association is not an affiliate or 
guarantor of the Plan. 
BASIS OF PRESENTATION AND 
PRINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the 
accounts of the Plan, its wholly owned subsidiaries and 
Capital Health Plan, a controlled affiliate (the Company). 
All significant intercompany transactions have been elimi-
nated. Certain amounts in the 1995 financial statements 
have been reclassified to correspond to the 1996 
presentation. 
The accompanying consolidated financial statements 
have been prepared on the basis of generally accepted 
accounting principles. The preparation of financial state-
ments in conformity with generally accepted accounting 
principles requires the company to use estimates and 
assumptions based on analytical methods in determining 
deferred acquisition costs, deferred income taxes, 
incurred and unreported claims, valuation of pension and 
other benefit plans, and other various accruals. Actual 
results could differ from those estimates. 
INVESTMENTS 
The Company's fixed maturities consist of U.S. 
equity. 
Cash and cash equivalents consist of demand 
deposits, money markets, overnight repurchase agree-
ments and marketable securities with a maturity when 
purchased of less than ninety days. These investments 
are carried at cost, which approximates fair value. 
Net realized investment gains and losses are calculat-
ed on a first-in first-out basis of identification. Realized 
gains and losses and declines in value judged to be other 
than temporary on available-for-sale securities are 
included in investment and related income. 
CONCENTRATION OF CREDIT RISK 
Investments in cash in interest bearing deposits with 
major banks and money market funds generally exceed 
federally insured amounts. Management reviews the 
financial stability of these institutions on a periodic basis 
and does not anticipate any credit losses. Fixed maturity 
marketable investments are diversified and rated B, AA 
or better by nationally recognized rating services. These 
credit ratings are periodically reviewed by management. 
REVENUE RECOGNITION 
Premiums are billed in advance of coverage periods 
and recognized as revenue pro-rata over the period of 
service or coverage. Other revenue is recognized in 
income when earned. 
RECEIVABLES 
Receivables are reported net of an allowance for esti-
mated uncollectible amounts of $15.5 million and $5.8 
million for 1996 and 1995, respectively, based upon his-
torical collection data and management's judgment of 
collectibility. 
The Plan records its proportional share of receivables 
and unearned premiums related to the Federal Employees 
Health Benefits Program (FEP). The amounts recorded for 
1996 and 1995 had no effect on net income. 
PROPERTY AND EQUIPMENT 
Property and equipment are recorded at cost. 
Depreciation is computed on the straight-line 
method over the estimated useful lives of the assets . 
Government, Treasury and Agency instruments; corpo-
rate and municipal bonds; commercial paper; and certifi-
cates of deposit. Fixed maturities and equity securities 
Property and equipment are reviewed for 
possible impairment whenever events or changes in 
circumstances indicate the carrying amount may not 
be recoverable. No material losses were incurred as 
a result of this review. 
............... 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DEFERRED ACQUISITION COSTS 
The costs of acquiring new business, principally direct 
marketing expenses, and certain expenses of policy 
issuance have been deferred. These expenses vary with , 
and are primarily related to, the production of certain 
Medicare supplemental products. 
The deferred acquisition costs of $26.2 million and 
$27.2 million, net of amortization, for 1996 and 1995, 
respectively, are included in deferred expenses and other 
assets and are being amortized over the expected premi-
um-paying period of the related policies. 
LIABILITIES FOR POLICYHOLDER BENEFITS 
The Company accrues for incurred and unreported 
claims based on historical paid and incurred claims data 
using actuarially accepted methods. The assumptions 
used in determining the liability are regularly reviewed 
and any adjustment resulting from these reviews is reflect-
ed in current operations. Processing costs related to such 
claims are expensed as incurred. See Note 5 for an analy-
sis of changes in the liability for claims outstanding. 
The liabilities for reimbursement contracts (national 
accounts, cost plus and minimum premium plan 
contracts) are also established as receivables and have 
no effect on net income. 
The Company also issues a number of products that 
are priced in such a way as to level the claims cost due to 
aging over the expected duration of the policy. Prior to 
October 1, 1990, the Company had no contractual obliga-
tion to continue these products or to maintain the current 
pricing levels. Accordingly, no liability for policyholder 
benefits has been recorded in the accompanying balance 
sheets for the products issued prior to October 1, 1990. 
Such products issued after October 1, 1990 may not be 
cancelled, and a liability for policyholder benefits has been 
recorded using accepted actuarial valuation techniques. 
E XPENSE REIMBURSEMENTS 
Operating expense is allocated to various lines of busi-
ness in order to determine the expense reimbursement due 
fro m Medicare, where the Company acts as a fiscal inter-
mediary, and from other Blue Cross and Blue Shield Plans 
for which the Plan processes claims. The Company is 
reimbursed for either costs incurred or amounts based on 
predetermined budgets. Reimbursements of $167 million 
for 1996 and $159 million for 1995 (which approximates 
the cost of administering these programs) are included in 
revenue. The actual cost of administration is included in 
operating expense. Reimbursements and claim payments 
are subject to audit by the respective agencies and any 
resulting adjustments are reflected in current operations. 
Blue Cross and Bl.ue Shield of Florida, Inc. 
INCOME TAXES 
The Company files consolidated federal and state 
income tax returns and provides for income taxes in 
accordance with Statement of Financial Accounting 
Standards No. 109, "Accounting for Income Taxes" (FAS 
109). Under FAS 109, deferred tax assets and liabilities 
are determined based on the difference between the 
financial statement and tax bases of assets and liabilities 
using currently enacted tax rates and laws in effect for 
the year in which the differences are expected to reverse. :B INVESTMENTS 
Investments at December 31, 1996 and 1995 






















Unrealized Unrealized Fai r 
Value Cost Gains Losses 
(in millions) 
$ 456.9 $ 3.5 $ 1.9 $ 458.5 
78.5 7.4 0.4 85.5 
11.9 0.3 12.2 
116.1 1.7 1.1 116.7 
88.2 0.2 0.4 88.0 
5.9 0.2 6.1 
757.5 13.3 3.8 767.0 
189.5 57.1 2.8 243.8 
$947.0 $70.4 $ 6.6 $1,010.8 
1995 
Gross Gross 
Unrealized Unrealized Fair 
Value Cost Gains Losses 
(in mill ions) 
$456.6 $ 12.2 $ - $468.8 
60.3 1.5 0.2 61 .6 
2.3 0.2 2.1 
153.0 5. 1 0.2 157.9 
12.2 0.4 12.6 
684.4 19.2 0.6 703.0 
174.6 39.0 3.0 210.6 
$859.0 $ 58.2 $ 3.6 $913.6 
Policyholders· equity at December 31, 1996 includes 
$41.5 million of net unrealized gains on investments, 
after deferred income taxes of $22.3 million. 
Policyholders' equity at December 31, 1995 includes 
$40.5 million of net unrealized gains on investments, 
after deferred income taxes of $14.1 million. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
The amortized cost and fair value of fixed maturities 
by contractual maturity are shown below. Expected 
maturities will differ from contractual maturities because 
borrowers may have the right to call or prepay obligations 
with or without call or prepayment penalties. 
1996 1995 
Fair Fai r 
Cost Value Cost Value 
(in millions) 
Due in one year or less $ 60.6 $ 60.8 $1 08 .0 $111.2 
Due after one year 
through five years 370.7 372.2 310.0 317.9 
Due after five years 
through ten years 163.1 163.6 137.9 142.2 
Due after ten years 84.6 84.9 68.2 70.1 
679.0 681.5 624. 1 641 .4 
Mortgage-backed securities 78.5 85.5 60.3 61.6 
$757 .5 $767 .0 $684.4 $703.0 
Proceeds from sales of in ves tments in fixed 
maturities during 1996 and 1995 were $979.0 million 
and $721.1 million, respectively. Gross gains of $8.6 
million and $10.6 million and gross losses of $12.7 
million and $5.6 million were realized on those sales 
in 1996 and 1995, respectively. 
El PROPERTY AND EQUIPMENT 
December 31, 
1996 1995 
(i n millions) 
Land $ 17.3 $ 17.3 
Buildings and improvements 99.5 600 
Equipment and other 134.0 132.0 
Total property and equipment 250.8 209.3 
Less accumulated depreciation 101.0 98.7 
Net property and equipment $149.8 $1 10.6 
D epreciation expense for 1996 and 1995 was 
$22.6 million and $20.1 million, respectively. Buildings 
and improvements, as of December 31, 1996 and 1995, 
include $46.8 million and $8.5 million, respectively, 
for construction in process of the home office complex. 
Future costs of construction for this capital project are 
expected to approximate $20 .1 million. a ADMINISTRATIVE CONTRACTS 
The Plan serves as an intermediary for the 
Medicare program. Additionally, the Plan acts as an 
administrator for other Blue Cross and Blue Shield Plans, 
employer groups and other organizations. Claims relating 
to these programs, as shown in the following table, are 
not reflected in the accompanying consolidated financial 
statements. 
Blue Cross and Blue Shield of Florida, Inc. 
Medicare 















II LIABILITY FOR CLAIMS OUTSTANDING 
A ctivity in the liability for claims outstand-
ing is summarized as follows for the yea rs ended 
December 31, 1996 and 1995: 
Balance at January 1 
Incurred related to : 
Current year 
Pr ior years 
Total incurred 




Balance at December 31 
December 31 , 
1996 1995 
(in mi llions) 
$ 225.3 $ 182.2 
1,639.9 1,448.0 





$ 236.6 $ 225.3 
B EMPLOYEE P ENSION PLAN 
The Company participates in a defined benefit, 
non-contributory pension plan covering substantially all 
of its employees. The plan provides benefits based on years 
of service and the employee's compensation in the yea rs 
immediately preceding retirement. The plan is funded 
through the Blue Cross and Blue Shield National Retirement 
Trust, a collective investment trust that services the retire-
ment programs of its participating employers. Assets of the 
National Retirement Trust consist primarily of listed equity 
securities and U.S. Government and corporate bonds. 
For financial reporting purposes, a pension plan is 
considered underfunded when the fair value of plan assets 
is less than the accumulated benefit obligation. The plan 
has assets in excess of the accumulated benefit obligation 
(actuarial present value of benefits earned to date based 
on present salary levels) at December 31, 1996 and 1995. 
The Company's funding policy is to meet the minimum 
requirements of applicable regulations within the limits of 
deductibility under current tax regulations. In conformity with 
that policy, the Company made additional contributions in 
1996 and 1995 that reduced the accrued pension liability. 
The following tables detail the components of pension 
expense, the funded status of the plan, amounts recog-
nized in the Company's consolidated financial statements, 
and major assumptions used to determine these amounts: 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Components of pens ion expense: 
Service cost 
Interest cost 
Actual return on plan assets 
Amortization of unrecognized 
amounts 
Net pension cost for year 
Funded status of the pension plan : 
Plan assets at fair value at year-end 




Accumulated benefit obligation 
Provision for future salary increases 
Projected benefit obligation at year-end 
Projected benefit obligation in 
excess of plan assets 
Unrecognized prior service cost 
Unrecognized net loss 
Unrecognized net assets 
Accrued pension liability at year-end 
Major assumptions: 
Discount rate 
Rate of increase in 
compensation levels 
Expected long-term rate of 
return on plan assets 
December 31 , 
1996 1995 
(in millions) 




$ 13.3 $ 8.2 
$162.0 $133. 1 
106.9 92.1 








$ (17.3) $ (13.9) 
7.50% 7.25% 
3.5%-7.0% 3.5%-7.0% 
9.0% 9 0% 
II POSTRETIREMENT BENEFITS OTHER THAN PENSIONS AND 
POSTEMPLOYMENT BENEFITS 
The Company provides certain health care and life 
insurance benefits to eligible retired employees. Generally, 
the health care coverages pay a percentage of most medical 
expenses reduced for any deductibles and payments made 
by government programs and other group coverages. Those 
covered by the HMO plan have authorized care fully covered 
except for required copayments. Life payments are generally 
provided by insurance contracts. The Company's current 
policy is to fund the cost of postretirement health care and 
life insurance plans on a pay-as-you-go basis. 
The components of net periodic postretirement benefit 
cost are as follows: December 31 , 
1996 1995 
(in mill ions) 
Service cost $3.0 $2.5 
Interest cost 3.7 3.4 
Amortization of plan amendments (1.1) (1.3) 
Net periodic postretirement benefit cost $5.6 $4.6 
Blue Cross and Blue Shield of Florida, Inc. 




(in mill ions) 
Accumulated postretirement 
benefit obligation 
Retirees and dependents $16.8 $15.2 
Actives elig ible for benefits 4.6 4.7 
Actives not yet el igible 33.9 33.5 
Total obligation 55.3 53.4 
Unamortized prior plan amendments 22.8 24.2 
Unrecognized loss (6.8) (9.5) 
Net postretirement benefit liability 
recognized in the consolidated 
balance sheets $71.3 $68.1 
The accumulated postretirement benefit obligation 
(APBO) was determined using discount rates of 7.50% in 
1996 and 7.25% in 1995 and an assumed compensation 
increase ranging from 4.0 % to 7.5% for both years. The 
health care cost trend rates for 1996 were assumed to be 
9.1 % declining to 5.4 % in 9 years. Cost trend rates for 1995 
were assumed to be 11.0% declining to 6.0% in 10 years. 
The effect of a 1.0 % increase in the assumed health care 
cost trend rate would increase the APBO approximately 
1.7 % and 0.5 % as of December 31, 1996 and 1995, respec-
tively. The aggregate of the service and interest cost compo-
nents of net annual postretirement benefit cost would 
increase by approximately 1.5% in 1996 and 0.4% in 1995. 
The Company provides certain postemployment bene-
fits, such as disability coverages and severance pay, to 
former or inactive employees during the time period fol-
lowing employment but before retirement . The 1996 and 
1995 accrued liability for these benefits was $10.1 million 
and $9.5 million, respectively. 
RENTALS UNDER OPERATING LEASES :IJ T he Company leases office space and data 
processing and office equipment under leases that expire 
on various dates through 2001 and thereafter. The follow-
ing is a schedule of future minimum rental payments due 
under operating leases that have initial or remaining non-
cancelable lease terms in excess of one year: 
















Rental expense for 1996 and 1995 was $27.5 million and 
$29.1 million , respectively. 
.... 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
The amortized cost and fair value of fixed maturities 
by contractual maturity are shown below. Expected 
maturities will differ from contractual maturities because 
borrowers may have the right to call or prepay obligations 
with or without call or prepayment penalties. 
1996 1995 
Fair Fair 
Cost Value Cost Value 
(in millions) 
Due in one year or less S 60.6 S 60.8 $108.0 $111 .2 
Due after one year 
through five years 370.7 372.2 310.0 317.9 
Due after five years 
through ten years 163.1 163.6 137.9 142.2 
Due after ten years 84.6 84.9 68.2 70.1 
679.0 681 .5 624 .1 641.4 
Mortgage-backed securities 78.5 85.5 60.3 61 .6 
$757.5 $767.0 $684.4 $703.0 
Proceeds from sales of investments in fixed 
maturities during 1996 and 1995 were $979.0 million 
and $721.1 million, respectively. Gross gains of $8.6 
million and $10.6 million and gross losses of $12.7 
million and $5.6 million were rea lized on those sales 
in 1996 and 1995, respectively. 
El PROPERTY AND EQUIPMENT 
December 31 , 
1996 1995 
(in millions) 
Land $ 17.3 $ 17.3 
Buildings and improvements 99.5 60.0 
Equipment and other 134.0 132.0 
Total property and equipment 250.8 209.3 
Less accumulated depreciation 101.0 98.7 
Net property and equipment $149.8 $110.6 
D epreciation expense for 1996 and 1995 was 
$22.6 million and $20 .1 million, respectively. Buildings 
and improvements, as of December 31, 1996 and 1995, 
include $46.8 million and $8.5 million, respectively, 
for construction in process of the home office complex. 
Future cos ts of construction for this capital project are 
expected to approximate $20 .1 million. 
II ADMINISTRATIVE CONTRACTS 
T he Plan serves as an intermediary for the 
Medicare program. Additionally, the Plan acts as an 
administra tor for other Blue Cross and Blue Shield Plans, 
employer groups and other organizations. Claims relating 
to these programs, as shown in the following table, are 
not reflected in the accompanying consolidated financial 
statements. 
Blue Cross and Blue Shield of Flmida, ln c. 
Medicare 















B LIABILITY FOR CLAIMS O UTSTANDING 
A ctivity in the liability for claims outstand-
ing is summarized as follows for the years ended 
December 31, 1996 and 1995: 
Balance at January 1 



















$ 236.6 $ 225.3 
D EMPLOYEE P ENSION PLAN 
T he Company participates in a defined benefit, 
non-contributory pension plan covering substantially all 
of its employees. The plan provides benefits based on years 
of service and the employee's compensation in the years 
immediately preceding retirement. The plan is funded 
through the Blue Cross and Blue Shield National Retirement 
Trust, a collective investment trust that services the retire-
ment programs of its participating employers. Assets of the 
National Retirement Trust consist primarily of listed equity 
securities and U.S. Government and corporate bonds. 
For financial reporting purposes, a pension plan is 
considered underfunded when the fair value of plan assets 
is less than the accumulated benefit obligation. The plan 
has assets in excess of the accumulated benefit obligation 
(actuarial present value of benefits earned to date based 
on present salary levels) at December 31, 1996 and 1995. 
The Company's funding policy is to meet the minimum 
requirements of applicable regulations within the limits of 
deductibility under current tax regulations. In conformity with 
that policy, the Company made additional contributions in 
1996 and 1995 that reduced the accrued pension liability. 
The following tables detail the components of pension 
expense, the funded status of the plan, amounts recog-
nized in the Company's consolidated financial statements, 
and major assumptions used to determine these amounts: 
N OTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Components of pension expense: 
Service cost 
Interest cost 
Actual return on plan assets 
Amortization of unrecognized 
amounts 
Net pension cost for year 
Funded status of the pension plan: 
Plan assets at fair value at year-end 




Accumulated benefit obligation 
Provision for future salary increases 
Projected benefit obligation at year-end 
Projected benefit obi igation in 
excess of plan assets 
Unrecognized prior service cost 
Unrecognized net loss 
Unrecognized net assets 
Accrued pension liability at year-end 
Major assumptions: 
Discount rate 
Rate of increase in 
compensation levels 
Expected long-term rate of 
return on plan assets 
December 31 , 
1996 1995 
(in millions) 

















3.5%-7.0% 3.5%-7 .0% 
9.0% 9.0% 
II POSTRETIREMENT BENEFITS OTHER THAN PENSIONS AND 
POSTEMPLOYMENT BENEFITS 
T he Company provides certain health care and life 
insurance benefits to eligible retired employees. Generally, 
the health care coverages pay a percentage of most medical 
expenses reduced for any deductibles and payments made 
by government programs and other group coverages. Those 
covered by the HMO plan have authorized care fully covered 
except for required copayments. Life payments are generally 
provided by insurance contracts. The Company's current 
policy is to fund the cost of postretirement health care and 
life insurance plans on a pay-as-you-go basis. 
The components of net periodic postretirement benefit 
cost are as follows: 
Service cost 
Interest cost 
Amortization of plan amendments 












Blue Cross and Blue Shield of Florida, Inc. 
The amounts recognized in the Company's balance sheets were 
as fo llows: 





Retirees and dependents $16.8 $15.2 
Actives eligible for benefits 4.6 4.7 
Actives not yet eligible 33.9 33.5 
Total obligation 55.3 53.4 
Unamortized prior plan amendments 22.8 24.2 
Unrecognized loss (6.8) (9.5) 
Net postretirement benefit liability 
recognized in the consolidated 
balance sheets $71.3 $68.1 
The accumulated postretirement benefit obligation 
(APBO) was determined using discount rates of 7.50% in 
1996 and 7.25% in 1995 and an assumed compensation 
increase ranging from 4.0 % to 7.5% for both years. The 
health care cost trend rates for 1996 were assumed to be 
9.1 % declining to 5.4% in 9 years. Cost trend rates for 1995 
were assumed to be 11.0 % declining to 6.0% in 10 years. 
The effect of a 1.0 % increase in the assumed health care 
cost trend rate would increase the APBO approximately 
1.7 % and 0.5 % as of December 31, 1996 and 1995, respec-
tively. The aggregate of the service and interest cost compo-
nents of net annual postretirement benefit cost would 
increase by approximately 1.5 % in 1996 and 0.4 % in 1995. 
The Company provides certain postemployment bene-
fits , such as disability coverages and severance pay, to 
former or inactive employees during the time period fol-
lowing employment but before retirement. The 1996 and 
1995 accrued liability for these benefits was $10.1 million 
a nd $9.5 million, respectively. :a RENTALS UNDER OPERATING LEASES 
The Company leases office space and data 
processing and office equipment under leases that expire 
on various dates through 2001 and thereafter. The follow-
ing is a schedule of future minimum rental payments due 
under operating leases that have initial or remaining 11011-
cancelable lease terms in excess of one year: 

















Rental expense for 1996 and 1995 was $27.5 million and 
$29. l million , respec tively. 
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